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Pepsi- Cola Service Centers for Men andWomen 



SHOWERS 


The Times Square Service 
Men’s Center in New York 
City, built ami maintained 
by Pepsi-Cola Company, 
dominates the scene at the 
“crossroads of the world.” 


Exterior view of the Pepsi¬ 
Cola Service Center at the 
corner of Mason and Market 
Streets, San Francisco, Cali¬ 
fornia. 


Showers, shaving and dressing 
facilities are provided free at 
all Pepsi-Cola Service Men’s 
Centers. 















































}f the Armed Forces of the United Nations 



Spic-and-span washrooms with free razor 
blades and towels, give the men a place 
to wash and shave in these Centers. 


The Pepsi-Cola Center for Service Men occu¬ 
pies the entire building at the corner of 
13th and W G” Streets in Washington, D. C. 


Note: All of these IVpsi-Cola Service Men's Centers are operated 
in conjunction with the ollicial hospitality committees of the cities 
where they are located and are staffed by their volunteer hostesses. 




























Some 

Activities 


of Pepsi- Col a Company’s 
in connection with the War 



VOICE LETTERS 

The IVpsi-< ola Company is pro\iding 
voire recording inarliinery ami oper¬ 
ators for ramps throughout tlir coun¬ 
try so that tile men in the \rnied 
Services ran send home a “Voire 
Letter” on a permanent record which 
their families and friends ran play 
over during their absence. 
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BOXES FOR WAR GOODS 

The Company is manufacturing wooden 
rases for tin* shipment of war materials 
to the front. 

HELPING SELL WAR BONDS 

Your Company, in cooperation with the 
Treasury Department, put on a radio \\ ar 
Bond contest, with the result that a certificate 
of award was presented to the Company h\ 
Henry lYTorgcnlhau, Jr. 
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THE 1942 ANNUAL REPORT 

OF 

THE PEPSI-COLA COMPANY 


March 17, 1943 

To the Stockholders: 

The year 1942 was the first full year of operations since the United States 
entered the war. It was a year fraught with many obstacles which necessitated 
adjustments so as to comply with the various regulations and priorities necessary 
for a full war effort. In spite of these obstacles it was a year of further progress 
in the affairs of your company. It is interesting to note that notwithstanding the 
increased cost of living and rise in general food prices, Pepsi-Cola has in no way 
changed its price structure and the “big big” bottle still sells at 5^ retail. 


FINANCIAL REVIEW 

There is presented herewith a review of the operations of your Company 
and Subsidiaries for the year 1942, together with a Consolidated Balance Sheet at 
December 31, 1942, and a summary of Consolidated Income and Earned Surplus 
for the year then ended, certified by Haskins & Sells, independent certified public 
accountants. 


OPERATING NET PROFIT 

The Consolidated Operating Net Profit, after all Charges and Expenses but 
before deductions of the United States and Canadian Income and Excess Profits 
Taxes for the year 1942, was $14,775,732 as compared with $14,908,224 for the year 
1941, which shows in spite of the increased cost of materials and rationing, almost 
as much as the operating net profit of the previous year. Below you will find the con¬ 
tinuation of the table of comparison which we have published in recent Annual Re¬ 
ports of the Operating Net Profit of the old Pepsi-Cola Company and its Subsidiaries 
for the year 1936 through 1940, and for the present Pepsi-Cola Company and its Sub¬ 
sidiaries for the years 1941 and 1942. 











The table below is based on net profits after deducting all charges and 
expenses but before deduction of United States and Canadian Income and Excess 


Profit Taxes. 

1936 .$ 2,083,597.57 

1937 . 3,224,625.72 

1938 . 4,027,513.92 

1939 . 5,952,602.39 

1940 . 8,520,582.31 

1941 . 14,908,224.10 

1942 . 14,775,732.14 


NET INCOME AFTER ALL TAXES 

After providing for all taxes, including Income and Excess Profit Taxes 
in the United States, Canada and Cuba, figured on the basis of Excess Profits Tax 
base heretofore deemed applicable, the Net Income of the Company for the year 1942 
was $6,274,775.76 or approximately $3.30 per share on the present outstanding Cap¬ 
ital Stock. No proper comparison with the previous year is possible due to the fact 
that in the year 1941 certain non-recurring Loft losses (charged to reserves estab¬ 
lished in prior years) aggregating approximately $2,800,000 were deducted in that 
year before arriving at the taxable income. The company is making application 
for a constructive average base period net income, for excess profits tax purposes, 
under the provisions of Section 722 of the Internal Revenue Code (the so-called 
special relief section), adopted in the new Revenue Act of 1942. It is, of course, 
impossible at this time to appraise the probable results of this application. Accord¬ 
ingly, for the purpose of this report, the excess profits tax base and excess profits 
taxes for the year 1942 have been computed in accordance with the Revenue Act of 
1942, but without regard to Section 722. The above figures do not include any 
profits from the Pepsi-Cola Company, Ltd., London, England, a wholly owned sub¬ 
sidiary. It is estimated that the English operation will show a profit for the year 
1942 of around £22,000, or approximately $88,000, but inasmuch as there are restric¬ 
tions on exchange and various war limitations on capital in England, no part of this 
profit has been included in this report. 

SETTLEMENT OF TRADEMARK LITIGATION 

On March 19, 1942, the Judicial Committee of the Privy Council, the Court 
of last resort of the British Empire, handed down a decision in favor of the Pepsi¬ 
Cola Company of Canada, Ltd., holding that the trademark “Pepsi-Cola” does not 
infringe the mark “Coca-Cola”. This decision was of major importance. There¬ 
after an agreement was signed which disposed of all trademark litigation between 
your Company and the Coca-Cola Company, not only in the United States but 
throughout the world. 
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PENSION PLAN 


In line with the policy of many large organizations, a pension plan to pro¬ 
vide retirement payments for all Company employees, at the age of 65 for men and 
60 for women, has just been inaugurated by the Board of Directors, subject to a rul¬ 
ing from the United States Treasury Department as to certain tax aspects of the 
plan. This plan should provide an added incentive for continuity of employment 
and strengthen the morale of the entire Pepsi-Cola organization. 

The pension plan is being effected through one of the large insurance com¬ 
panies and will provide death benefits as well. It is estimated that the cost to the 
Company will be around $300,000 a year. 


FRANCHISE BOTTLERS 


The number of franchise bottlers in the United States on December 31,1942, 
was 480 which compares with 469 as of December 31, 1941. The mere growth in 
number of franchise bottlers, however, does not reflect the progress which has been 
made by our bottlers during the year. In recent years the growth of the bottler’s 
business was at a high rate of increase. Due to the war and the resulting rationing 
program, the operations of the franchise bottlers for the year 1942 were approxi¬ 
mately the same as 1941. This breathing spell in the growth of their business has 
afforded the bottlers an opportunity to examine their operations more closely, work 
out methods of increased efficiency, and generally to improve and simplify the foun¬ 
dations of their business. 


Your Company and its wholly owned subsidiaries have bottling plants in 


the following territories. 

New York, N. Y. 
Newark, N. J. 

New Brunswick, N. J. 
Philadelphia, Penn. 
Pittsburgh, Penn. 
Boston, Mass. 

Dallas, Texas 


Paris, Texas 
Muskogee, Okla. 
Winnipeg, Canada 
Ottawa, Canada 
Montreal, Canada 
London, England 
Havana, Cuba 


PEPSI-COLA AND THE WAR 


During the first year of the war there were many problems which had to be 
met and solutions found. The soft drink industry was limited with respect to two 
of its important materials and one important facility. Sugar was rationed, first at 
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80% of 1941 usage, and later in the year at 70% of 1941 usage. The metal for 
crowns was likewise limited and is now on the basis of 70% of 1941 usage. In both 
of the above cases, sugar and crowns for the Army and Navy Camps and Post 
Exchanges were in addition to the above figure. The use of transportation facili¬ 
ties, likewise, has been so consolidated that mileage, as well as tire and fuel con¬ 
sumption has been materially reduced in orderly fashion without interfering with 
the basic delivery system essential to a food industry. In this connection it should 
be noted that the official position of the Food and Drug Administration is that the 
composition of soft drinks warrants their designation as food from the nutritional 
standpoint. 

In times of stress and strain during the war, the soft drink industry is fill¬ 
ing an important place in the needs of both the Armed Forces and the Civilian 
Population in supplying them with a readily available and reasonably priced bever¬ 
age, not only in the Canteens and Defense Plants, but also in their homes. The soft 
drink industry and your Company in particular, has been doing everything within its 
power to cooperate with the Administration and the War effort. 


PEPSI-COLA CENTERS—FOR THE SERVICE MEN 

The Company has established three large Centers for men in the Armed 
Forces of the United Nations where the enlisted men can check their luggage, receive 
information, have a free shave and shower, facilities for writing home, games, maga¬ 
zines, piano, radio, as well as a Canteen where they can buy food at a very low price 
and where Pepsi-Cola is served free of charge. 

The first Canteen was established in the middle of 1942 at the crossroads of 
Broadway and 7th Avenue on the upper part of Times Square at 47th Street, New 
York City. A picture of this Canteen, with the large Pepsi-Cola display sign, is 
shown in the front part of this Report. It is estimated that at the present rate of 
attendance, approximately 2,000,000 enlisted men will use this one Canteen during 
the course of a year. 

The second Canteen was opened later in 1942, at the corner of 13th and G 
Streets in Washington, D. C. and a picture of this Center which occupies the entire 
building is also set forth in the Report. At the present rate, approximately 1,500,000 
men will use the facilities of this building alone during the course of the year. 

The third Canteen, a large building at the corner of Mason and Market 
Streets in San Francisco, was opened on March 5th. A picture of this building is 
also exhibited in front of this Report. 
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MANUFACTURE OF SHIPPING CASES FOR WAR MATERIALS 


The Company has a number of contracts for manufacturing in the box 
department at the East River Plant, Long Island City, boxes of various sizes for 
the shipment of war materials including airplane parts to the Armed Forces abroad, 
and it is running this equipment day and night to get the maximum out of its facili¬ 
ties for the war. 


VOICE LETTERS 


The Company has established in many Camps and Hospitals throughout 
this country, voice recording equipment and an organization to give the men of the 
Armed Forces an opportunity to send home voice letters on a phonograph record 
as a gift of the Pepsi-Cola Company. We have received many gratifying expres¬ 
sions not only from the enlisted men but from their parents and friends throughout 
the country on receiving a permanent record of their soldier’s or sailor’s voice which 
they can play during the men’s absence at the front. 


RATIONING 


Crowns : 

Metal for the manufacture of new crowns has been rationed since early in 
1942, the present rationing rate being 70% of the crowns used in 1941. In addition to 
the metal thus authorized for use, the industry is also permitted to manufacture 
crowns from used #10 tin cans and to reform crowns already previously used. Our 
bottlers are therefore, collecting and reconditioning previously used crowns. Under 
our present process the crowns are first sterilized, cleaned and given a protective 
black finish, then reshaped, after which new cork discs are inserted. 

Sugar: 

As previously stated sugar was also rationed generally at around 70% of 
1941 usage. Many of our franchise bottlers have advised us that they have, of their 
own volition, curtailed the bottling of some miscellaneous flavor beverages contain¬ 
ing sugar, and other products which they formerly manufactured, and are utilizing 
this sugar in the bottling of additional Pepsi-Cola. By this method and with the 
additional business which is quota-exempt from Army and Navy Camps and Post 
Exchanges, they have been able to keep their Pepsi-Cola volume at a somewhat 
higher level than otherwise would be possible. 
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MOVING FORWARD 


Fountain Syrup: 

Your Company has decided to start the development of the sale of Pepsi¬ 
Cola at the soda fountains throughout the United States. With this in view, a 
Fountain Department has been organized and the fountain drink has already been 
introduced in a number of franchised territories. The fountain drink is of 10 ounce 
size, with the syrup poured out of a special Pepsi-Cola fountain syrup bottle into 
an especially designed Pepsi-Cola glass and served for 5^. This enables the con¬ 
sumers to see fresh Pepsi-Cola mixed right before their eyes. This fountain oper¬ 
ation does not require metal crowns. 

The sale of fountain syrup is being handled entirely through our franchise 
bottlers and will be sold and distributed by them in their territories in a manner 
similar to the method they use for the bottled drink. I am glad to report that in the 
territories already opened the fountain operations are developing satisfactorily and 
it is hoped that the year 1943 will see the growth of this fountain business well on 
its way in the United States. 

MEXICAN-AMERICAN FLAVORS COMPANY, S.A. 

The Company has organized under the laws of Mexico, a wholly owned sub¬ 
sidiary known as Mexican-American Flavors Company, S.A. with offices in Mon¬ 
terrey, Mexico, which subsidiary has a sizable contract with Union Nacional de 
Productores de Azucar, S.A. (the Association of Sugar Producers of Mexico operat¬ 
ing under supervision of the Mexican Government). Pursuant to this contract this 
subsidiary has arranged to purchase Mexican refined sugar in Mexico each year for 
the next three years upon the condition imposed by the Mexican Government that 
this sugar will be used in manufacturing in Mexico, a beverage syrup which can be 
exported to any place in the world. Deliveries of sugar have already been made, and 
the syrup plant in Monterrey is now in operation. 

SOUTH AND CENTRAL AMERICA 

The Company is proceeding with its program of establishing franchise 
bottlers in South and Central America. Bottlers have been appointed in Mexico, 
Guatemala, Honduras, Salvador, Costa Rica, Panama, Peru, Venezuela, British 
Guiana and Dutch Guiana, and the Company’s field men will continue to further 
develop South and Central America in the periods ahead. The Pepsi-Cola concen- 
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trate which is shipped for export is a sugarless concentrate, shipped in wooden 
drums so that neither the problem of crowns nor sugar rationing in this country 
plays an important part in this program. 


While the growth of your Company during the war years may not be as 
rapid as the management would like due to the rationing of some of the raw mate¬ 
rials for production, and other restrictions, these years should see the Company 
strengthening its position and preparing a comprehensive program to put into oper¬ 
ation at the conclusion of the war. 

Your Company will continue to do everything within its power to aid in the 
war effort and to provide the Armed Forces, not only in this country, but on the 
fighting fronts, with as much of its product as the Military Officials desire. The year 
1943, therefore, should be a year of service and usefulness to the war effort, and to 
supplying the civilian population of this country with a low priced food product, at 
the same time maintaining its business and organization in readiness for the peace 
years ahead. 

Respectfully submitted, 

Walter S. Mack, Jr., 

President 


> 
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PEPSICOLA 

(Incorporated ’ 

AND SUBSI 


Current Assets: 

Cash on hand and demand deposits 
Notes and accounts receivable: 

Notes receivable. 

Accounts receivable: 

Customers . 

Other . 


ASSETS 


$ 101,299.90 

618.248.92 

124.397.92 


(Other Than The B 
CONSOLIDATED BALANCE S 

$5,467,218.84 


Total . $ 843,946.74 

Less reserve for doubtful receivables. 108,907.23 


Marketable securities—at cost (quoted market value, $135,020.00) . 

Inventories—see Note 1: 

Finished and in-process . $ 836,496.44 

Raw materials and supplies. 5,444,205.48 


735,039.51 

135,135.00 

6,280,701.92 


Total current assets . 

Investments and Miscellaneous Assets: 

United States Treasury Notes—at cost: 

3/4%, due 1945 (deposited in escrow as collateral to contracts payable 

under lease settlements) . 

1%, due 1946 (deposited as collateral to commercial letter of credit—see 

Note 5) . 

Investment in and advances to wholly-owned British subsidiary (less re¬ 
serve) (see Note 2) . 

Notes and accounts receivable—not current (less reserve of $6,350.00) .. 

Real estate mortgage receivable . 

Post-war refund of United States and Canada excess profits tax (Esti¬ 
mated) . 

Other . 


$12,618,095.27 


$ 80,974.93 

995,859.38 

116,860.08 

131,124.22 

394,000.00 

665,626.96 

142,999.25 


Total investments and miscellaneous assets. 2,527,444.82 

Property, Plant, and Equipment: 

Land, buildings, equipment, leasehold improvements, etc.—at cost (less 

reserve for depreciation, $1,642,480.40) . $5,997,467.53 

Bottles and cases on hand and with trade (valued generally below cost at 
amounts determined by officials of the companies). 1,252,430.78 


Total property, plant, and equipment (net) 


Deferred Debit Items: 

Prepaid insurance and taxes. $ 396,507.34 

Advertising materials and expenses, etc. 278,046.38 

Other . 79,050.75 


7,249,898.31 


Total deferred debit items . 753,604.47 

Trade-marks, Formulas and Goodwill (at nominal value) . 1.00 


Total 


$23,149,043.87 
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COMPANY 

in Delaware) 
DIARIES 


ritish Subsidiary) 

HEET, DECEMBER 31, 1942 

Current Liabilities: 

Accounts payable and accrued 


LIABILITIES 


$1,207,521.87 


Accrued taxes—estimated (see Note 3) : 

United States and Canada income and excess profits 


taxes . $10,911,980.86 

Less United States Treasury tax notes. 5,515,200.00 


5,396,780.86 


Other taxes . 596,686.30 

Portion of payments chargeable to general reserve estimated to be payable 

within one year (see below) . 176,000.00 

Settlement and service contract payable. 26,500.00 

► _ 


Total current liabilities (exclusive of customers' deposits on bottles and cases as 
stated in next item below). 

Customers' Deposits on Bottles and Cases. 


Deferred Liabilities: 


Settlement and service contract payable, less portion payable within one 

year shown as a current liability. $ 159,000.00 

Contracts payable under lease settlements (U. S. Treasury notes depos¬ 
ited in escrow as collateral) . 80,000.00 


Total deferred liabilities. 

General Reserve (for contingent liabilities existing at July 31, 1939, for rentals on leases 
in excess of fair rental values as of that date, and for losses on settlement of such leases) 
—(less $176,000.00 estimated to be payable within one year shown as a current liability)— 
see Note 4 . 

Minority Interest in a Subsidiary Consolidated (equity in capital stock $388,395.00, less 
portion of deficit $344,942.60) . 

Capital Stock and Surplus: 

Capital stock—Authorized 2,500,000 shares of $1.00 each; issued and out¬ 
standing 1,898,570.2 shares (including 218.6 shares in treasury—see 


below) . $1,898,570.20 

Capital surplus . 3,836,534.55 

Earned surplus (since August 1, 1939) . 8,002,799.24 


Total . $13,737,903.99 

Less treasury stock (218.6 shares, at cost) . 10,750.00 


Notes 1 to 7 on the next pages following are an integral part of this balance sheet. 
Total . 


$ 7,403,489.03 
662,161.33 


239,000.00 

1,073,787.12 

43,452.40 


13,727,153.99 


$23,149,043.87 
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PEPSI-COLA COMPANY AND SUBSIDIARIES 

(Other Than The British Subsidiary) 

NOTES TO CONSOLIDATED BALANCE SHEET 
DECEMBER 31, 1942 


1. The inventories are stated on the basis of average cost which at December 31, 1942 was not in 
excess of market. In accordance with the accounting procedures followed by the companies, 
raw materials and supplies are charged to manufacturing and other expenses on the basis 
of average purchase cost (and cost of goods sold is computed on the basis of the average 
manufacturing costs) without recognition in the income account of any market declines since 
such declines are ordinarily without effect upon the stabilized sales prices of their products. 
Where any such market declines are of material amount, however, it is the practice to provide 
a reserve therefor out of surplus for the purpose of conservative treatment in the balance sheet. 


2. Foreign subsidiaries: 

The current assets and liabilities and the total assets and liabilities of foreign subsidiaries 
included in the consolidated balance sheet at December 31, 1942 are as follows: 

Current Total 

Assets Liabilities Assets Liabilities 


Canadian subsidiary . $1,439,134.83 $579,110.15 $2,071,020.20 $581,781.32 

Cuban subsidiary. 250,912.23 6,352.51 471,087.60 21,912.67 

Mexican subsidiary . 787,048.64 116,387.98 891,183.34 123,867.98 


The assets and liabilities of these subsidiaries are included in the consolidated balance sheet 
on the following basis: the current assets and liabilities of the Canadian subsidiary have 
been converted into United States dollars at the Canadian official rate of exchange, and 
those of the Cuban and Mexican subsidiaries at the current rate of exchange at December 
31, 1942; their other assets and liabilities have been included at amounts which reflect their 
United States dollar equivalent at the time of acquisition or origin. 

The assets and liabilities of the British subsidiary have not been included in the consolidated 
balance sheet inasmuch as conditions prevailing in Europe make it impossible to estimate 
what the ultimate effect will be upon the property and business interests of this subsidiary. 
The investment in and advances to this subsidiary, $116,860.08 (after deducting the re¬ 
serve), represent approximately the net equity in this subsidiary as of December 31, 1940. 
An increase in such net equity as a result of profits during 1941 and 1942 has not been 
reflected in the investment account for the same reason given above for not including this 
subsidiary in the consolidation. 

3. The accrual of United States excess-profits tax has been made on a basis deemed to be conserva¬ 
tive for purposes of the financial statements at December 31, 1942, and may or may not prove 
to be excessive depending upon the ultimate determination of the appropriate excess-profits 
credits to which the companies are entitled in computing their excess-profits tax. In addi¬ 
tion to other undetermined matters, it is the intention of the companies to apply for an in¬ 
crease in the excess-profits credits under the relief provisions of the 1942 Revenue Act, but 
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any possible relief in this connection has not been considered in computing the excess-profits 
tax liability. 

4. In 1939 a general reserve in the amount of $3,000,000.00 was provided for known and unknown 
contingent liabilities existing at July 31, 1939, for rentals on leases in excess of the approxi¬ 
mate fair rental values as of that date of the premises covered by such leases, and for losses 
on settlement of such leases. As of July 31, 1940, based upon a review of the then known 
contingent liabilities and leasehold commitments, the Board of Directors increased said general 
reserve by a transfer thereto of $1,489,831.90 from capital surplus. Charges to the reserve 
from August 1, 1939 to December 31, 1942 amounted to $3,240,044.78, as shown below: 

August 1, 1939 to December 31, 1941 .... $2,622,622.95 
Year 1942 . 617,421.83 


Total. $3,240,044.78 


It is estimated that approximately $176,000.00 of the balance of $1,249,787.12 remaining in 
the reserve at December 31, 1942 may be applied within one year subsequent thereto, and 
therefore partakes of the nature of a current liability and has been so classified in the 
balance sheet. 

Known contingent liabilities as of December 31, 1942 against which this general reserve has 
been provided, include the following undetermined matters: 

(a) The amount by which the rentals called for by leases in existence at July 31, 1939, or 

lump-payment settlements of certain such leases, will exceed the future income from 
subleases on the respective leased premises. 

(b) An undetermined amount of attorney s’ fees and expenses in connection with the matters 

referred to in this Note. 

5. In addition to the contingent liabilities mentioned under Note 4, the Company had contingent 

liabilities at December 31, 1942 as follows: , 

(a) In connection with an irrevocable commercial letter of credit No. 11253 of The Marine 

Midland Trust Company, expiring July 15, 1945, for $2,000,000.00, in favor of Union 
Nacional de Productores de Azucar, S. A. de C. V., Mexico City, Mexico, covering 
the purchase of sugar. United States Treasury notes in the principal amount of 
$1,000,000.00 are deposited with The Marine Midland Trust Company as collateral 
under this letter of credit. 

(b) In connection with various claims and litigations involving not in excess of $200,000.00. 

The Company admits no liability in connection with these claims and litigations and no 
provision for possible loss in connection therewith has been made in the accompanying 
statements. 

6. At December 31, 1942, there was pending litigation on behalf of Happiness Candy Stores, 

Inc. (a consolidated subsidiary 74.107% owned by the Company) seeking recovery in con¬ 
nection with the sale in January 1937 by Happiness Candy Stores, Inc. of 97,210 shares of 
Loft Incorporated stock. A settlement was approved by the Supreme Court of New York 
County in February 1943 under which Happiness Candy Stores, Inc. is to receive the 
sum of $75,000.00 from which amount the Court awarded approximately $25,000.00 as fees 
to attorneys, referee, etc. 
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7. Pursuant to an agreement of settlement dated June 6, 1939 (as subsequently modified), 
between the Company and its attorneys in the suit against Charles G. Guth, et al., the 
Company holds options to purchase 28,282.65 shares of its capital stock during the sixty 
day period beginning July 7, 1943 at a price of 85% of a figure arrived at by multiplying 
by twelve the consolidated net earnings per share of the Company, its subsidiaries and 
affiliates, and any merged and consolidated company, determined in accordance with standard 
accounting practices consistently applied, after depreciation and taxes, exclusive of all war- 
profits taxes, as more fully described in the agreement of merger dated April 28, 1941, 
approved at a special meeting of the Stockholders held on May 29, 1941. The Company 
did not exercise similar options for 28,274.22 shares which expired on September 5, 1941, 
and for 28,274.22 shares which expired September 5, 1942. 
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PEPSI-COLA COMPANY AND SUBSIDIARIES 
(Other Than The British Subsidiary) 

SUMMARY OF CONSOLIDATED INCOME AND EARNED SURPLUS 
FOR THE YEAR ENDED DECEMBER 31, 1942 


Gross Profit on Sales . $26,303,074.59 

Advertising, Selling, General and Administrative Expenses . 11,669,020.33 

Profit From Operations . $14,634,054.26 

Other Income . 181,285.74 

Gross Income. $14,815,340.00 

Income Charges .*. 39,607.86 

Net Income Before Deducting Provisions for Income Taxes. $14,775,732.14 


Provisions for Income Taxes —Estimated: 

United States normal income and surtaxes. $2,314,900.00 

United States excess profits taxes ($6,392,500.00 less post-war refund of 
$639,250.00) (see Balance Sheet Note 3). 5,753,250.00 

Canada and Cuba income and excess profits taxes (less post-war refund 
of Canada excess profits tax of $25,283.88) .. 432,806.38 8,500,956.38 


Net Income . $ 6,274,775.76 

Earned Surplus, January 1, 1942 . 5,999,266.49 

Total . $12,274,042.25 

Dividends —$2.25 a share (paid as follows: May 15, 50 cents; August 6, 50 cents; October 

15, 50 cents; December 18, 75 cents) . 4,271,243.01 


Earned Surplus, December 31, 1942 


$ 8,002,799.24 


Notes : 

1. The net income of the Canadian, Cuban, and Mexican subsidiaries is included in the above consolidated 

net income and amounted to $346,622.18, $30,617.74, and $6,167.25, respectively. The British sub¬ 
sidiary, whose income amounted to approximately $88,000.00 for the year 1942, is not included in the 
consolidation. 

The income and expenses of the Canadian subsidiary have been converted into United States dollars 
at the official rate of exchange and those of the Cuban and Mexican subsidiaries at the average rate 
of exchange except as to the provision for depreciation which has been converted for all three com¬ 
panies at rates prevailing at time of acquisition of the related assets. 

2. The provision for depreciation charged to manufacturing and other expense accounts for the year 1942 

amounted to $521,289.03. 
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H ASKI NS & SELLS 

CERTIFIED PUBLIC ACCOUNTANTS 


67 BROAD STREET 
NEW YORK 


ACCOUNTANTS’ CERTIFICATE 


Pepsi-Cola Company: 

We have examined the consolidated balance sheet of Pepsi-Cola Company 
and its subsidiaries (other than the British subsidiary) as of December 31, 1942 and 
the related summary of consolidated income and earned surplus for the year ended 
that date, have reviewed the accounting procedures of the companies (other than 
the Canadian subsidiary), and have examined or tested the accounting records and 
other evidence in support of such financial statements. Our examination was made 
in accordance with generally accepted auditing standards applicable in the circum¬ 
stances and included all auditing procedures we considered necessary, which proce¬ 
dures were applied by tests to the extent we deemed appropriate in view of the 
systems of internal control. As to the Canadian subsidiary, we have examined a 
report of chartered accountants, and the figures included in the accompanying state¬ 
ments with respect to this subsidiary are derived from such report. The total assets 
of this subsidiary amount to approximately 9% of the consolidated total, and its 
gross profit on sales and net income for the year were approximately 5% and 6%, 
respectively, of the consolidated totals. The accounts of the British subsidiary have 
been examined by us for the year 1942, but have not been included in the consoli¬ 
dated statements as explained in Note 2 to the consolidated balance sheet. 

In our opinion, which as to the Canadian subsidiary is based upon the report 
of other accountants as above mentioned, the accompanying consolidated balance 
sheet and the related summary of consolidated income and earned surplus, with the 
footnotes thereon, fairly present the financial condition of the companies at Decem¬ 
ber 31, 1942 and the results of their operations for the year ended that date, in con¬ 
formity with generally accepted accounting principles applied on a basis consistent 
with that of the preceding year. 


Haskins & Sells. 


New York, 

March 15, 1943. 
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Samples of some 1942 Newspaper Advertising 


jfaSS*' 00 ‘ 1 

“I’m tail, keen and frosty... and 
I’m waiting for you at your favorite 
fountain right here in town. I’m your a 
pet home thirst-quencher—now served 
at fountains in a big 10-ounce glass. 

One nickel buys me. .so look me up 
and drink me down.” Ask for Pepsi¬ 
Cola at the fountain today. 

FLAVOR/ 

**> u! 




BIG TIN-OUNCE GLASS 


PEPSI-COLA BOTTLING COMPANY OF BINGHAMTON 

MS InW Au.it liafklal.a, K. T. Plui, li.|hantu < 3933 


AMERICA’S FAVORITE) 



PTPSI COIA GOT Time COMPANY OF BINCNAMTON 
S IS Irsil Amu, UflMil.. N T _ Om: Bw|U«Im l »H 


Some of the newspaper advertisements 
introducing Pepsi-Cola at the soda 
fountains. 


One of a series of Pepsi-Cola re¬ 
minder ads which appeared in all 
newspapers. 




These two ads are 
part of a series 
which appeared in 
45 popular maga¬ 
zines. 






















Typical Magazine 



(leadership tests show that thebe Pepsi-Oola car- 
toon ads are extremely popular and well-known. 



l’epsi-Oola radio spots won this coveted prize for 
the Company in the Annual Advertising Award-. 


Advertising in 1942 



One of a series of l‘M2 Pepsi-Cola 
full-page advertising cartoons. 



One of a series of ads, featuring screen 
and stage celebrities, which appeared in 
movie magazines and similar publications. 




















































xecutives 


in charge of Production 



George M. O’Neil 

Vice-President 
in Charge of Purchasing 


Talbot 0. Freeman 

Vice-President 
in Charge of Franchises 


J. Willard Pipes 

Vice-President 
in Charge of Production 


Walter S. Mark, Jr. 

President 

and General Manager 


Joseph A. Murphy 

Treasurer 


W illiam B. Forsythe 
Vice-President 
in ('hurge of Exports 


Milward W. Martin 

Secretary 

and Head of Late Department 
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an 


d Merchandising of Pepsi-Cola 



Richard J. Ritchie 
Chief Chemist 


John P. <llarkin 
Sales Manager 


Albert J. Goetz 
Advertising Manager 





A. B. Hoppe 

Manager 

Fountain Department 
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ONE OF THE NEW PEPSI-COLA POSTERS 










